Figure 2 Natural Gas Spot Price and Gross Withdrawals
Economics is driving energy consumption away from coal to natural gas. about 7 percent to 10 percent of consumption, while nuclear power consumption has remained flat. Petroleum remains the largest single source of energy, with consumption just under 40 percent. Nearly half of petroleum is consumed as motor gasoline, while about one-fifth is used for diesel and heating oil. 2 The decline in natural gas prices has not affected the ability of natural gas firms to stay in business. Several factors have helped. Key among them is that better tools and technology have allowed more-complex wells with better technology to be completed. Despite being more expensive to drill, these wells have increased productivity and efficiency, lowering the market price. These efficiency gains have allowed natural gas to remain profitable and have done little to deter production. 3 It is likely that production of natural gas will at least remain steady for the near future; respondents to the Dallas Fed Energy Survey predict that natural gas prices will remain low for the rest of the year. 4 During the second quarter of 2017, exploration and production firm executives in that survey reported the third straight increase in quarterly production, albeit the pace of the increase had slowed. Since 2015, U.S. natural gas production has been around 90 billion cubic feet per day, and extraction of natural gas has increased 40 percent since 2006. It appears that natural gas (as well as renewables) will continue to displace coal in energy consumption. n
